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Thisreport respondsto the Legidature sdirective that the Com-
mission report annualy on the compensation earned by higher edu-
cation executivesin Cdifornid s public universties. It also contains
information on sdaiesreceved by Cdifornia scommunity college
executives. Thereport revea sthe following facts about the sala-
riesof campus chief executives:

1. Theaverage sdariescurrently earned by the threetypesof chief
executives of California’s community collegesranged from
$124,910to0 $164,818. Average one-year salary increasesfor
these executives ranged from 6.4 percent to seven percent.

2. Theaverage sdlary of the 23 presidentsin the California State
University is $207,251, an increase of five percent over last
year’ saverage sdlary. Thismean salary lagged the average of
their nationa comparison group by 9.8 percent -- up fromalag
of 8.9 percent in 1999-2000.

3. The average salary of the chancellors of the University of
California’ snine general campusesis $273,267. Thismean
lagged the average of their all-university set of 26 indtitutions by
18.2 percent — up significantly from 12.5 percent last year --
and of their eight faculty salary comparison institutions by 25
percent -- up from 19.1 percent from last year.

Thisreport differsfrom previous reportsin that it includes ex-
panded information about perquisites and benefits offered to ex-
ecutives at both the University of Cdiforniaand the CdiforniaState
University and their comparison inditutions.

Prepared by: Cheryl Hickey / Presenter: Karl M. Engelbach.
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Pursuant to legidative directive, this 2000-2001 Executive Compensation
Report isthe ninth in aseriesthat reviewsthe policiesand resultant compen-
sation levelsfor executivesin Californiapublic higher education. The spe-

News from the

cific language guiding the Commisson on thisissueis.

Itistheintent of the Legidaturethat the University of Cdiforniaand
the California State University report to the California Postsec-
ondary Education Commission on January 1 of each year, begin-
ning on January 1, 1993, on thelevel of thetotal compensation
packagefor executives of the University of Cdifornia(including
the president, senior and vice presidents, and campus chancellors)
and the CdiforniaState University (including the chancellor, senior
and vice chancellors, and campus presidents), respectively ... .. It
istheintent of the Legidaturethat the California Postsecondary
Education Commission review theinformation provided and trans-

CALIFORNIA mit its commentsthereon to the Joint Budget Committee, thefiscal

POSTSECONDARY committees of each house, the appropriate policy committees of
each house, and the Governor on or before March 1 of each year,

EDUCATION beginning on March 1, 1993.
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In addition, thisreport includes information on the California Community
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In responding to the legidative directive, thisreport will focus on describing
changesin the policy or compensation levels over thelast 12 months. Ad-
ditional detailsand information can be obtained by requesting from the Com-
mission the technical appendix to thisreport.

The Commission’s per spective and responsibility
regar ding executive compensation

Evonne Schulze The Commission hashigtorically viewed executive compensation through the
OliviaK. Singh followinglens
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Because executivesplay variousrolesin public collegesand universities
-- educationa |eader, corporate administrator, and public servant -- the
development of policy and the resultant setting of compensationlevelsisa
complex undertaking that requires an understanding of themyriad respon-

Warren H. Fox sihilitiesassumed by these executivesat the campus and systemwide lev-
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of educationd environmentsinwhichthey function;

+ Becausetheamount of fundsallocated for executive compensationissmall
with respect to aningtitution’ sresource base, itsrelevancein the budgeti




ary context of inditutionsisreatively insgnificant; and

+ Degpitetherelative small expenditure of fundson ex-
ecutive compensation, thisissue hasthe potential to
generate enormouspublic reationsdifficultiesfor ingti-
tutions.

Because the governing boards of the two public univer-
sity systems and the local boards of trustees of commu-
nity college districts set the compensation levelsfor their
executives, the Commission’ sspecific repongbilitieswith
respect to theissue of executive compensation areto pro-
videinformation on: (1) the policiesthat guide the setting
of compensation levels, (2) thelevels set each year; and
(3) the relationship between the compensation paid to
Cdifornia shigher education executives and their nationa
comparators.

Additionaly, Commission staff participate in discussons
about the appropriateness of the set of comparators for
the CdiforniaState Univeraity and University of Cdifor-
nia Indischarging theserespongbilities, the Commission
has continued to focusits attention on the contribution that
strong executive leadership makesto educationa quality
in Cdifornia scollegesand universties.

CALIFORNIA COMMUNITY COLLEGES

Compensation for executives
in community collegedistricts

Each of the 72 community collegedidtrictsin Cdiforniais
responsiblefor setting the compensation of its executives.
Assuch, the policiesthat guide the setting of compensa-
tion vary widely acrossthe state as do the resultant com-
pensationlevels. Display 1 presents summary information
for threetypes of executivesin community collegedidricts
(2) chancdlorsof multi-collegedidtricts; (2) campuspres-
dentswithin multi-college districts; and (3) superinten-
dents/presdentsof sngle-collegedidricts. Inaddition, this
display providesinformation on changesin aggregate
compensation levelsover thelast two years.

The trends presented on Display 1 indicate that the pat-
tern of change since 1999-2000 varies by executivetype.
While average salaries of the three types of executivesin
the community college system increased by approximately
Six to seven percent, wide variations have taken place
with respect to the rate of change of lowest paid and high-
est paid chancellors and presidentsin multi-college dis-
tricts.

DISPLAY 1 Compensation of Executives in
Community College Districts, 1999-2000 and 2000-
2001

Type of Executive 1999-00 2000-01 Change
Chancellors of Multi-College Districts

Number 20

Average Annual Salary  $154,477 $164,818 + 6.7%
Lowest Salary $135,000 $122,100 - 95%
Highest Salary $186,200 $220,063 + 18.1%
Range $51,200 $97,963 + 91.3%
College Presidents in Multi-College Districts

Number 5%

Average Annual Salary  $116,749 $124,910 + 7.0%
Lowest Salary $101,160 $39,000 - 12.0%
Highest Salary $126911 $167,284 +31.8%
Range $25,751 $78284 +204.0%
Superintendents/Presidents in Sngle-College Districts
Number 2

Average Annual Salary  $129,676 $137,924 + 6.4%
Lowest Salary $9,670 $108,000 + 84%
Highest Salary $189,140 $211586  + 11.8%
Range $39470 $103,586 + 15.8%

+ Average compensation of chancellorsof multi-college
districtsincreased by 6.7 percent over last year; aver-
age compensation of presidents of campuseswithin
multi-campusdigtrictsincreased by seven percent; and
the average compensation for superintendents/presi-
dentsin single-collegedistrictsincreased by 6.4 per-
cent.

+ Thesdary for thelowest paid chancellorial position
has decreased by approximately 9.5 percent and the
highest paid chancellorid salary increased by 18.1 per-
cent. Asaconsequence, the difference between the
highest paid chancellor and thelowest paid chancellor
increased by 91.3 percent sincelast year.

+ For presidentsin multi-collegedidtricts, the sdary for
thelowest paid president decreased by 12 percent and
that of the highest paid president increased by 31.8
percent; assuch, thedifference between the salaries of
the highest and lowest paid president in multi-college
districtsincreased by 204 percent.

+ For superintendent/presidentsin single-collegedidricts,
thelowest salary increased by 8.4 percent whilethe
highest salary increased by 11.8 percent. Thediffer-
ence between the highest and lowest paid superinten-
dent/president in single-college districtsincreased by
15.8 percent.



Thefiguresin Display 1 includeannua stipendspadto 26
chancdlors, presidents, or superintendents at the commu-
nity colleges. These stipendsrange from $1,060 to ap-
proximately $7,260. The average stipend amount is
$1,944, anincrease of 18.5 percent over last year' s av-

erage stipend.

Compensation for systemwide executives

The Chancellor’ s Office of the California Community
Collegesisa State agency that operates under therules,
regulations, and procedures set by the Department of
Personndl Adminigtration, the State Personnd Board, and
the Department of Finance. Unlikeits public higher edu-
cation counterparts, the Board of Governorsisrestricted
initsactions by the State bureaucracy intermsof itsabil-
ity to establish compensation levelsfor itsexecutive staff.

For the purposes of this report, the executives of the
Community College Chancellor’ s Officeincludethefol-
lowing 11 positions. 1) Chancellor; (2) Executive Vice
Chancdlor; (3) Vice Chancelor, Adminigtration and Fis-
ca Policy; (4) Vice Chancellor, Legal Affairsand Con-
tracts; (5) Vice Chancellor, Human Resources; (6) Vice
Chancellor, Educationa Servicesand Economic Devel-
opment; (7) Vice Chancdllor, Policy, Planning, and Exter-
nal Affairs; (8) Vice Chancellor, Student Servicesand
Specid Programs; (9) Director, Interna Operations; (10)
Director, College Fecilitiesand Fiscd Affairs; (11) Direc-
tor, Fiscal Policy.

The salariesfor executives in the Community College
Chancellor’ s Office range from $84,228 to $175,520.
These positions are comprised of acombination of civil
service, exempt positions, and persons hired under
interjurisdictiona exchangeagreements. The Chancdllor's
current salary is$175,520, an increase of $5,660 or 3.3
percent, sincethe Commission’ slast report. Additionaly,
the Deputy Chancellor earns an annual salary of
$121,988, representing an increase of 2.9 percent over
last year. Thesalariesfor the six vice chancelloria posi-
tionsrange from $81,687 to $111,934, with an average
sdlary of $101,374. Thisisal.1 percent increase over
last year.

Commisson Comments

Asthe Commission has discussed in the past, the basic
principle underlying executive compensation among com-
munity college digtricts continuesto be autonomy and flex-
ibility. Each district makes adetermination presumably

based uponitsfinancid condition, performance of thein-
cumbent, local living costs, and board prerogatives. As
Display 1 evidences, this principle hasresulted in digpari-
tieswithin the community college system. Thedisparity
insaary levelswithin each of thethree categorieshasin-
creased significantly over the past year. At least some of
thiscan be explained by turnover in executive postionsat
the campusand digtrict leve that hasresulted in new hires
being offered lower starting sdariesthanthe sdlary levels
the incumbent had at the time of hisor her departure.
However, such occurrences do not explain the disparity
entirdly.

The Commission commented in its 1993-94 report in this
seriesthat “the combination of exempt, Career Executive
Appointments (CEA), and Interjurisdictional Exchanges
creates acomplex and perhaps overly complicated con-
figuration of personnel and salary levels.” The
Chancellor’ s Office continuesto use avariety of person-
nel classifications among its executive staff with some
State employees and others serving in their capacity
through an Interjurisdictiona Exchange. Whilethismakes
for acertain lack of clarity with respect to thevariousclas-
sficationsand respongibilities of the executive s&ff, it does
provide the Chancellor’ s Office with the ability to make
use of the vast expertise of individuaswho have served
the system wel| at the campuslevd.

CALIFORNIA STATEUNIVERSITY
Current policy on executive compensation

The CdiforniaState University’ spolicy on executive com-
pensation callsfor the State Univergity to set itsaverage
compensation for campus presidents at the mean of pres-
dentia sdariesat an established set of comparableinsti-
tutionsin thenation. Further, the policy recommendsthat
the specific compensation for each president be based on
the “mission, scope, size, complexity, and programs of
each campus’ and an gppraisa of individua performance
and experience as well as system and national policy
leadership.

Merit assessments, according to stated criteria, are also
used as well as recruitment and retention experience.
These criteriainclude an assessment of the president’s
general administrative effectiveness, hisor her working
relationswith the system and with the campus, educationd
leadership and effectiveness, community relations, mgor
achievements of the campus and the president, and other
relevant personal characteristics. Also considered are
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regiona cost of living differentials and the need to main-
tain acompetitive market position.

Compensation for campus presidents

Thisreport differsfrom past reports on the salaries paid
to campus presidents at the Cdifornia State University in
that it includes the salary for the president of its newest
campus, CdiforniaState University, Channel Idands. In
October of 2000, the Commission approved the needs
study for the development of the Channel Idands campus
asthe 23 campus of the State University and forwarded
its recommendation to the CSU Board of Trustees, the
Legidature, and the Governor. Subsequently, resources
have been provided and activities have taken place to
ensure the opening of this campus as a stand-alone CSU
campusin 2002. Asaresult, the Commission believesit
isappropriate to now begin to include the salary for the
president of CSU Channd Idandsin theannud Executive
Compensation study and has begun to do so here.

Display 2 presentsthe average compensation leve for the
presidents of the State University’ s 23 campusesfor the
academic year 2000-2001 whichis$207,251. All cam-
pus presidents received asaary adjustment in the current
year, athough one recently hired president was provided
with anominal increase only. The salary adjustments
ranged from 0.13 percent to seven percent, with the av-
erage increase as reported at 5.9 percent, or $11,479.

DISPLAY 2 Compensation for Presidents of 23
California State University Campuses, 1999-2000
and 2000-2001

1999-00 200001 Change

Average Annual Sdlary  $197,2060 $207,251> +5.0%

Lowest Salary $162012  $172044 +6.1%

Highest Salary $220440  $244,356 +6.5%
Difference between

highest/lowest salaries ~ $67,428 $72,312 +7.2%

1. Does not include CSU Channel Islands.
2. Includes CSU Channel Idandsfor the first time.

Thetota increase from 1999-2000 in executive compen-
sation for al 23 campus presidents was $264,012 for the
2000-01 fiscal year.

During the reporting period, leadership at the California
State University, Northridge campus has changed hands.
President Jolene Koester began her presidency in July
2000. Two new presdentswill bejoining the University
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thisupcoming summer when William Eisenhardt replaces
Jerry Aspland as the new president of the California
Maritime Academy, effective duly 1, 2001, and Richard
Rush replaces Handel Evans as president of the newest
CSU campus, CdiforniaState Univeraty, Channd Idands
on June 18, 2001, following President Evan’ sretirement.

Salary comparisons between the State Univer sity
and similar ingtitutionsnationally

Asindicated above, the State University’ s policy stipu-
latesthat its average presidentia salary should be set at
approximately the mean of comparisoningtitutions nation-
aly. For severd years, the State University and the Com-
mission have agreed upon a set of 20 institutions that
serve asthe State University’ s comparators for the pur-
pose of gauging the extent to which its sdlariesare smi-
lar to those of ingtitutions with which it competesfor ex-
ecutives. Five comparators areindependent ingtitutions.
Theremaining 15 are public universities. Display 3lists
the 20 comparison ingtitutions used for CSU. Thesein-
stitutions are the same as those used by the Commission
initsannua faculty sdary report.

DISPLAY 3 List of Comparison Institutions for
California State University

ArizonaState University
Bucknell University

Cleveland State University
University of Colorado
University of Connecticut
George Mason University
GeorgiaStateUniversity
IllincisState University
LoyolaUniversity of Chicago
University of Maryland
University of Nevada

North Carolina State University
Reed College

Rutgers State University
StateUniversity of New Y ork
University of Southern California
University of Texasat Arlington
Tufts University

Wayne State University
University of Wisconsin

A private consulting firm gathered information on the com-
pensation of the chief executive officersat the 20 com-
parison ingtitutions for the 2000-2001 Academic Y ear.



The chief executive officers of the comparatorswill earn
an average of $227,678 in this academic year; the cor-
responding figurefor the 23 State Univergity presidentsis
$207,251. Threeof the 23 State University presidential
salaries exceed the mean of the comparators.

Lag in salaries at the presidential level: In the mid
1990s, the Commission’ s executive compensation reports
reveded agrowing gap in the salaries of the presidents of
the Cdlifornia State University campuses and those of the
presidents of their national comparison ingtitutions. The
lag between the average sdlary of State University pres-
dents and its national comparators over the past eight
yearsispresented in Display 4. 1n 1994-95, the salary
lag doubled from 11.1 percent to 22.5 percent and con-
tinued to rise to 31.9 percent in 1995-96. The average
sdariesfor the CSU presidentsrose by 19.1 percent be-
tween 1993-94 and 1997-98, while those of its compari-
son ingtitutions rose by over 32 percent.

DISPLAY 4 Average Compensation for California
Sate University Presidents and Their National
Comparators, 1993-94 to 2000-01

National Cdifornia
Comparators State University Saary Lag

1993-4 $144,908 $130,462 -11.1%
1994-95 $162,728 $132,79% -225%
1995-96 $179,180 $135,870 -31.9%
1996-97 $184,415 $141,865 -30.0%
1997-98 $191,426 $155,360 -23.2%
1998-99 $200,684 $174.412 -15.1%
1999-00 $214.811 $197,206 -8.9%
2000-01 $227,678 $207,251 -9.8%
8-Year Average 57.1% 58.8%

Because the Board of Trustees viewed the gap in com-
pensation levels between its presidents and the national
comparators asincreasingly problematic to the system'’s
ability to recruit qualified executives -- aconcern which
the Commission shared -- it established acommitteein
January 1997 to examinethisStuationin acomprehensve
manner and to make recommendations about actionsthat
it could take in the future. Thiscommittee reportedin
1997 and recommended that the lag of 30 percent that
exigted at that time be substantially reduced over the next
threeyears.

Thefirst phase of the multi-year recommendation was
implemented in September of 1997 with the Board of
Trustees approving salary adjustmentsfor the presidents

that averaged 10 percent for the 1997-98 academic year.
The second phase of the multi-year recommendation was
implemented in September of 1998 with Board approval
of salary increasesfor the presidents that averaged ap-
proximately 12 percent. Thethird and final year of the
recommendation was implemented in September 1999
with Board approval of sdary increasesfor the presidents
that averaged 13 percent. Theresult of thisthree-year
effort wasto reduce the lag significantly to 8.9 percent as
reported by the Commissionin last year’ sreport.

Asaresult of the actionstaken by the Board of Trustees
in 1997 through 1999, the rate of change in salaries of
CSU presidents exceeded dightly that of its comparison
ingtitutions. During the most recent eight-year period be-
ginning in 1993-94, the average salaries at the national
comparison ingtitutions hasrisen by 57.1 percent; the cor-
responding change at the State University for thistime
period has been approximately 58.8 percent.

Whilethe Trustees plan did not ultimately result in the
elimination of the gap entirely, the substantial salary ad-
justments made over the previousthree yearshave clearly
contributed to reducing the lag by 70 percent -- from 30
percent in 1996-97 to 8.9 percent in 1999-2000. Un-
fortunately, despite efforts of the CSU Board of Trustees
to keep pace, the presidentia salary lag increased again
thisyear to 9.8 percent.

Compensation for systemwide executives

There are Six postionsthat congtitute the executive staff
at the Chancellor’ s Office of the Cdlifornia State Univer-
sty. They include: (1) the Chancellor; (2) the Executive
Vice Chancedllor and Chief Academic Officer; (3) the Ex-
ecutive Vice Chancellor and Chief Financid Officer; (4)
the Vice Chancdlor, University Advancement; (5) Vice
Chancellor, Human Resources; and (6) Generd Counsdl.
Thepaostion of Vice Chancdlor, University Advancement
iscurrently vacant asaresult of the retirement in January
2001 of Dr. Douglas Patino. Recruitment for that posi-
tionisunderway currently.

The compensation level for the Chancellor is $305,340
which represents a seven percent increase over the 1999
2000 level. The Executive Vice Chancellor and Chief
Executive Academic Officer’ ssdary increased by seven
percent to its current level of $230,592. The salariesfor
the remaining executives now range from $188,664 to
$230,592, representing increases ranging from 4.4 per-
cent to 8.7 percent.



Non-salary perquisitesfor campus presidents
and for executives

The benefits package for CSU executives varies only
dightly from other management within the sysem. CSU

executives recelve the same generd hedlth, welfare, and
retirement empl oyee benefits package as other manage-
ment within the system with the exception of an enhanced
lifeinsurance program of $150,000 and an annud physica

examination. The paid time program including vacation,

sick leave, and holidaysisaso the same. CSU provides
mandated benefitsto executivesinthe areas of industria

and non-industrid disability, workers compensation, and
employment insurance. Whilethe university providesa
fee-waiver program to dependents of faculty employees,
executives aswell asother employeesare not offered this
same benefit.

In addition to their base salaries, al presidentsreceive
assgancewith housng. Ten presdentslivein housespro-
vided and maintained by the State University; the other 13
presidents receive an annual housing alowance ranging
from $23,004 to $36,804, depending upon cost-of -living
differentias -- with the highest allowances provided for
presidents|ocated in the high priced markets of San Fran-
cisco Bay area, San Jose and Sonoma. Increasesin
housing allowances of approximately 15 percent were
reported for thisperiod. Previoudy, housing allowances
had ranged from $20,000 to $32,000. Further, campus
presidents have accessto elther a State-owned automo-
bile for business purposes or are provided an automobile
dlowance of $750 per monthinlieu of auniversity vehicle
to support university related businesstravel requirements.
In addition, presidents are reimbursed for entertainment
expensesincurred as part of University-related activities
in accordance with the system’ srules and regulations.

With respect to systemwide executives, in additionto a
base sdary, the Chancedllor livesin University-provided
housing. Automobile allowances or use of State-owned
vehiclesfor University business are part of the compen-
sation package for the systemwide executives. Finaly,
executives are reimbursed for entertainment expensesin-
curred in conjunction with University-related activitiesin
accordance with the system’ srules and regulations.

The private consulting company surveyed comparisonin-
stitutions to determine the type of perquisitesfor which
their presidents are éligible as contrasted with those of -
fered to presdents of the Cdifornia State University sys-
tem. Insum, the California State University offersits
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presidentseight perquisitesincluding: (1) an automobile
or automobile alowance; (2) acar phone; (3) useof an
entertainment fund; (4) housing or ahousing dlowance; (5)
physical exam (6) supplemental lifeinsurance; (7) tenure;
(8) and paid leave. Display 5illustratesthe percentage of
comparison ingtitutionswho offer these particular perqui-
Stes.

With the exception of the physicd exam, supplementd life
insurance, and paid leave, the mgjority of institutions of -
fer their presidents the same perquisites. 1n addition,
someingitutions offer their presidents additiona perqui-
sitesthat are not available to CSU campus presidents.
Those perquisite types reported were employment con-
tracts, estate planning, loans, sabbatica, spousd benefits,
supplemental medical, supplemental retirement, supple-
mental vacation, and tax planning. Display 6 illustrates
those perquisites not offered to CSU Presidents and the
percentage of comparison ingtitutions reporting that they
offer their campus presidentsthat particular perquisite.

DISPLAY 5 Percentage of Comparison Institutions
that Offer Perquisites for which CSU Presidents are
Eligible
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Retirement

All CSU executive employees participate in a benefit re-
tirement plan provided by the Public Employees Retire-



ment System (PERS). However, thereis concern about
retirement benefit limitationsthat impact newly hired ex-
ecutives as aresult of Section 401 (a) (17) of the Inter-
na Revenue Code which limits the compensation used to
calcul ate benefits payable to members of tax-qualified
plans. Theindexed limit, effective January 1, 2001, is
$170,000 annually. Thisrestriction appliesonly to em-
ployees newly participating in PERS on or after July 1,
1996.

The CSU reportsthat five CSU executives are currently
denied full retirement benefitsthrough PERS dueto the
IRC redtrictions. For the Chancellor and Executive Vice
Chancellor, two of the fiveimpacted by thislimit, annu-
ity plansare provided which offset the benefit |ost through
PERS asaresult of the IRC limit. Becausethisrestric-
tionwill continueto affect new executive hiresto the CSU
system, the University is currently exploring optionsto
ensure retirement equity for executivesimpacted by the
IRCredrictions. Thisparticular issueisaconcern of many
ingtitutions of higher educetion throughout the nation, and
universities are exploring various options to address the
issue.

Commisson comments

The Commission continues to support the efforts of the
Board of Trusteesto ensure that executive compensation
isadequate to recruit and retain capable future campus
leaders, provided additional resourcesdlotted are consid-
ered in conjunction with other pressing demandsfor uni-
versity resources.

UNIVERSITY OF CALIFORNIA
Current policy on executive compensation

Since the significant changes in the University of
Cdifornia spolicy on executive compensationinthe early
1990s, the policy has remained constant with one excep-
tion that was acted upon by the Board of Regents |ast
year related to retirement benefits for some UC execu-
tives. Specificaly, thispolicy callsfor the Board of Re-
gentsto set the average compensation leve for chancel-
lorsat the mean of its national comparators, with the ac-
tual level paid to each chancellor afunction of “the scope,
size, complexity, and quality of each campus’ aswell as
the performance and experience of theincumbent. This
policy isexpected to both “ maintain acompetitive mar-
ket position and recognize individua performance.” A
hallmark of the policy isthe establishment of aninterna

alignment among and between the set of chancellor po-
stionsand executivesin the systemwide office.

Compensation for University chancellors

Digplay 7 presentsinformation on the aggregate changes
in compensation levels over the last two yearsfor the
chancelloria postionsinthe University. Effective Octo-
ber 1, 2000, the University of CaliforniaBoard of Re-
gents approved an average 3.5 percent merit salary ad-
jusment for itschancdlors, plusrounding dignmentsrang-
ing from .4 percent to .7 percent for the Chancellors at
UC Irvine, UC Merced, UC Riverside, and UC Santa
Cruz. Unlikethe previoustwo years, no equity adjust-
mentswere provided. Excluding the chancellor at UC
San Francisco because of its unique focus, salary in-
creases for the nine general campuses ranged from 3.5
percent to 4.2 percent, and averaged 3.8 percent.

DISPLAY 7 Compensation for Chancellors at the
University of California, 1999-2000 and 2000-2001

October October

199 2000 Change
Lowest Salary $235,000 $245,000 +4.3%
Highest Salary
(excluding UCSF) $294,500 $304,800 +35%
Difference between
highest/lowest salaries $69,500 $59,800 +05%
Average Annual Salary
(includes San Francisco)  $270,500 $280,610 +3.7%
Average Annual Salary*
(excludes San Francisco)  $263,333 $273,267 +3.8%

*Of the nine general campuses only. Excludes the Chancellor of
the University of California, San Francisco because of the
uniqueness of the campus.

Since the Commission’slast report, no new chancellors
were appointed. Last year’ sreport included the chancel -
lor for the UC Merced campusfor thefirst time.

Salary comparisons between the Univer sity
and similar ingtitutionsnationally

Aswith the State University, the executive compensation
policy callsfor the University of Cdiforniato set itsav-
erage chancedlloria saary a the mean of itsnationa com-
parators. The University hastwo sets of national com-
parators. (1) the All-University Set of 26 university cam-
pusesor sysemwide offices, and (2) its Comparison Eight
Faculty Sdary Set. Display 8ligstheinditutionsof higher
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DISPLAY 8 Institutions Comprising the All
University Set of Comparison Institutions and the
Comparison Eight (in italics) institutions for the
University of California

Brown University

CdliforniaInstitute of Technology
University of Chicago

University of Colorado

Colorado, Boulder
ColumbiaUniversity

Cornell University

Harvard University

University of lllinois

Johns Hopkins University
Massachusetts Institute of Technology
Northwestern University

University of Michigan

University of Minnesota (system)
University of Minnesota (Duluth)
University of Minnesota (Twin Cities)
Northwestern University

University of Pennsylvania

Sanford University

Sate University of New York (Buffalo)
State University of New Y ork (Stony Brook)
University of Texas

University of Virginia

University of Washington

University of Wisconsin

Yale University

education that comprise both the All-University Set of 26
campuses or systemwide offices, and the Comparison
Eight Faculty Sdlary Set.

The All-University Sat: Of the 26 university campusesor
systemwide offices for which datawas obtained, 14 are
inpublic universtiesand 12 are in independent univers-
ties. Display 8 providesthelist of theingtitutionsintheal
university set of 26 indtitutions. A private consulting firm
andyzed information from al comparisoninditutionswith
the exception of two universties—onethat had avacancy
at thetime of the survey and the other which declined to
participate. The sdary adjustmentsthat became effective
for the 10 University of Cdiforniachancellorsasof Oc-
tober 1, 2000 results in a current average salary of
$280,610 as contrasted with the average sdlaries at their
comparisoningtitutions as of July 1, 2000, of $323,030.
Inthisinstance, the lag between UC chancellorsand their
comparatorsis15.1 percent. However, when the salary
of the chancellor at the UC San Francisco hedth science
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campusis excluded, the average salary of thenineUC
chancdllorsfallsto $273,267, and thelag is 18.2 percent.

Eight Faculty Salary Set: UC compares|essfavorably
to the Comparison Eight Faculty Sdlary Set thanthe All-
University Set. The comparison faculty sdary set of eight
ingtitutionsis evenly divided between public and indepen-
dent ingtitutions. The average salary of the presidents/
chancellorsat theseingtitutionsis $341,716. Asaresult,
when the San Francisco campusisincluded, thelag be-
tween thefaculty sdary set of comparators and the Uni-
versity of Californiais21.8 percent. Excluding the San
Francisco campus, the lag increasesto 25 percent.

Caveat about these comparisons. The comparisons
between both the All-University set and the Eight Faculty
Sdary Set of indtitutions presented above possibly under-
estimatesthelag that currently existswith respect to sala-
riesfor the chancellors of the University of California.
Thefigures used to compute the gap are taken from two
different times: the University of Californiasdariesreflect
upward adjustments made as of October 1, 2000; figures
for the comparatorswere effective asof July 1, 2000. As
such, the differencesin sadary setting schedules between
the Univeraty and some of itscomparators may, to some
extent, minimize the magnitude of the gap.

Compensation for systemwide executives

Ashasbeen noted in earlier reports, the University policy
calls for the salaries for executive positions at the
sysemwide office to be digned in aspecific manner with
those of the chancedllorsfor the various campuses. Effec-
tive asof October 1, 2000 digible UC Senior managers
received merit increases averaging 3.5 percent (with an
additiona .25 percent availablefor non-base building in-
centive compensation). Equity adjustmentsto promote
interna alignment ranged from .2 percent to 1.7 percent.

Thesdary of the Presdent of the University of Cdifornia
is$349,000, effective October 1, 2000. Thisrepresents
anincrease of 3.5 percent sincelast year.

The annual base salary for the Senior Vice President,
Business and Finance is now $282,000 which represents
an 8.5 percent sdlary increase. Thesdary for the Provost
and Senior Vice President Academic Affairsis $272,000
which represents a 3.8 percent sdlary adjustment from last
year, and the Senior Vice President, University and Ex-
ternal Relations earns $235,000 which representsa 5.6
percent salary increase from last year.



Five of the Six vice presidents earn an annua base sdary
ranging between $200,000 to 289,800. Thesesdary lev-
elsrepresent an average annual increase of 10.2 percent.
Because of the uniqueness of the posgition, the vice presi-
dent for Clinica Services Deve opment earnscongderably
more than the other vice presidents at an annua base sd-
ary of $389,200, whichisanincrease of 3.5 percent over
last year. Inaddition, thispositionisdigiblefor an addi-
tiona non-base building incentive of up to $75,000 annu-
dly.

Non-salary Perquisites for Campus Chancellors
and Systemwide Executives

In addition to abase sdary, University chancdlorslivein
University-provided housing. Additionally University-
leased vehicles are provided to chancellorsfor their use
on campus business, and they recelve reimbursement for
expensesincurred in conjunction with University business
through procedures cons stent with University Administra:
tive Fund guidelines.

The Univergty of CdiforniaPresident livesin Univergity-
provided housing. All executives have University-leased
automobiles or are reimbursed for expensesincurred in
conjunction with the conduct of University business. Fur-
ther, they are reimbursed for appropriate University ex-
pensesin conjunction with the discharge of their Univer-
gty responghilitiesand in accordance with Administrative
Fund guidelines.

The private consulting firm surveyed the comparison in-
ditutionsto determinewhich comparisoningtitutions offer
gmilar perquistestother executives. Insum, the Univer-
sity of Californiaoffersits Chancellors 12 perquisites.
These are: (1) ahousing alowance or university-owned
home; (2) automobile; (3) housing maintenance; (4) ten-
ured professorship; (5) access to an entertainment fund;
(6) club dues; (7) administrative leave; (8) sabbaticd; (9)
specid life/medica/disability; (10) relocation assstance;
(11) severance pay; and (12) low interest mortgage. Dis-
play 9illustrates the percentage of thoseingtitutionsinthe
All-Univergty Set of comparisoningitutionsaswell asthe
percentage of ingtitutionsin the Eight Faculty Salary Set
ingtitutionsthat offer their executives these same perqui-
gtes. Inaddition, some of the comparison ingtitutions of -
fer their executives additiona perquidtesincluding educa
tiond aid to their families, adriver, and financia planning
services. These same perquisites are not offered by the
Univergity of Californiatotheir Chancellors. Display 10
illugtratesthe percentage of comparison inditutions offering
these three perquisites.

DISPLAY 9 Percentage of Comparison Institutions
Offering Same Perquisites as those Offered to UC
Chancellors

DAl University Set
B Comparison 8

=

Housing
Allowance
Automobile
Housing
Maintenance
Professorship
Entertainment
Fund
Club Dues
Administrative
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Sabbatgical
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Low Interest [] 8
Mortgage
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Life/Med/Disability

DISPLAY 10 Perquisites offered by Comparison
Institutions, Not Offered to UC Chancellors

60%

50% 50%
50%

22%
40% - 28%

@Al University Set
30% 1 B Comparison 8

20% -

13% 13%
10% -

2
S
]
K

0% -+

Driver
Other

Education
Aid to
Family
Financial
Planning

Retirement

Asdiscussed in the section on the retirement benefitsfor
State University executives and as discussed in the
Commission’ sreport last year for the University of Cdli-
fornia, limitations contained in section 415 (b) of the In-
terna Revenue Code establishes acap on the amount of
sdary that can be used to caculate retirement benefits. In
February 1999, the University of CdiforniaBoard of Re-
gents approved plansto restore the University retirement
plan benefits earned but denied to University faculty and
staff because of theselimitations. 1n January 2000, the
Univerdty established the Universty of Cdifornia415 (m)
Restoration Plan to provide payment of earned retirement
benefits that would not otherwise be payable dueto the
annual payment limitation of Internal Revenue Service
Section 415 (b). The program appliesto some Univer-
sty faculty, staff, and retirees, and became effective Janu-
ary 1, 2001.

Commission comments

In previous reports, the Commission noted that the Uni-
versity was continuing its effortsto enhance the smplic-
9



ity of itsexecutive compensation policies, to facilitate a
better understanding of them by others, and to establish
greater equity in benefits between executives and other
Univergty gaff. It hascommended the University for sm-
plifying their executive compensation policies such that
they are more understandabl e to both policy makersand
the generd public.

The Univergity continuesto be mindful of theoverdl struc-
tureit has put in place for executive compensation. For
example, the University notesthat at some campuses,
market sdarieswell abovethe UC average are necessary
to recruit candidates. Such isasituation the University
clamswas necessary at the new campus at Merced with
respect to itsrecruitment for a Chief Academic Officer
and an Administrative Vice Chancellor. These higher
salaries offered to secure the candidates of choice, the
University notes, will require another significant adjust-
ment inthe sdlary levelsfor the Executive Vice Chancel-
lorsand Vice Chancellorsfor Business and Financein
order to reestablish alignment.

Display 11 presentsthetrend in compensation paid to the
University’ s campus chancellors and their nationa com-
paratorsover thelast eight years. Over the eight-year pe-
riod, the average compensation increased by approxi-
mately 49,7 percent whilethe sdlary levelsfor UC Chan-
cellors increased by 50.2 percent. The salary lag in
1993-94 was 18.6 percent. In 1997-98, the gap had
reached ahigh of 24.4 percent -- atrend the Commission
concluded in previous reports was aarming and poten-
tialy detrimental to the University’ s ability to compete
nationaly for itsexecutive leadership. However, the ac-
tionstaken by the Board of Regentsto implement both

DISPLAY 11 Average Compensation for University
of California Chancellors at the General Campuses
and Their National Comparators, 1993-94 to
2000-2001

University
All University  of Cdifornia
Set? (excludesUCSF)? Sdary Lag

1993-94 $215,765 $181,950 -18.6%
1994-95 $202,580 $181,413 -11.7%
1995-96 $214,546 $189,300 -13.3%
1996-97 $214,200 $199413 - 74%
1997-98 $257,791 $207,238 -24.4%
1998-99 $284,116 $244,363 -16.3%
1999-00° $296,284 $263,333 -12.5%
2000-2001 $323,030 $273267 -18.2%

8-Year Average 29.7% 50.2%

1. Figuresasof July 1 each year.

2. Figuresfor 1993-96 arereflective of salary levelstaken at different
points during the year. 1997-2001 figures are as of October 1.

3. Figuresfor 1999-2000 include the salary for the Chancellor of the
University of California, Merced.

merit sdary increases aswell as market based equity ad-
justmentsin recent yearsreversed thistrend significantly.
The actions undertaken by the Board of Regentsfor the
1998-99 and then again for the 1999-2000 year reduced
thelag by gpproximately one-hdf and, asaresult, hassig-
nificantly improved the University’ spostion to recruit and
compete for executive leadership. Unfortunately, how-
ever, despiteincreasesin salariesfor 2000-2001, the lag
has once again increased to 18.2 — dlightly below the
1993-%4 level.
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